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The UAE Corporate Tax Law (CTL) introduced in

2023 has established a new framework for

taxation of businesses operating within the

country, including the taxation of foreign source

income (FSI). This article delves into the intricacies

of foreign source income under the UAE Corporate

Tax Law, outlining the key definitions, eligibility

criteria, and tax implications for UAE residents and

non-residents.

Understanding Foreign

Source Income
Under the UAE Corporate Tax Law, Foreign Source

Income refers to income earned by a UAE resident

or non-resident from activities, operations, or

assets located outside the UAE. While the UAE's tax

framework primarily focuses on domestically

sourced income, foreign source income can also

be subject to corporate tax under certain

conditions.

Determining Taxability of

Foreign Source Income
The taxability of foreign source income depends

on the legal status (juridical person or natural

person) and residence status (Resident Person or

Non-Resident Person) of the Taxable Person.

Juridical Person: Juridical Persons, such as

companies incorporated in the UAE, are subject to

Corporate Tax on their worldwide income,

including both domestic and foreign source

income.
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Participation Exemption: This exemption

applies to dividends, profit distributions, and

capital gains derived from juridical non-

resident persons where the effective tax rate in

the foreign jurisdiction is at least 9%.

However, certain exemptions and reliefs, such as

the Participation Exemption and the Foreign

Permanent Establishment exemption, can mitigate

or eliminate potential double taxation.

Natural Person: Natural Persons are subject to

Corporate Tax on foreign source income only if it is

related to their Business or Business Activity

conducted in the UAE. Wages, Personal Investment

income, and Real Estate Investment income are

not subject to Corporate Tax, regardless of their

source. 

Taxation For Different

Taxable Persons,

Exemptions, and Reliefs
The UAE Corporate Tax Law applies a nuanced

approach to the taxation of foreign source income

based on the type of Taxable Person involved,

including to prevent double taxation. This provides

exemptions and reliefs for Foreign Source Income.

Resident Persons: Resident Persons, individuals

or companies residing in the UAE, are subject to

corporate tax on their worldwide income, including

foreign source income. However, the CTL provides

exemptions and reliefs to mitigate or prevent

double taxation of foreign source income. These

include:



Foreign Permanent Establishment

Exemption: This exemption allows a Resident

Person to elect to exclude the income and

associated expenses of a foreign PE from their

UAE taxable income if the PE is subject to a

minimum tax rate of 9% in the foreign

jurisdiction.

Foreign Tax Credit: This credit allows a

taxpayer to offset taxes paid in a foreign

jurisdiction on foreign source income against

their UAE corporate tax liability.

Non-Resident Persons: Non-Resident Persons,

individuals or companies not residing in the UAE,

are typically subject to corporate tax only on

income attributable to their permanent

establishment (PE) in the UAE. However, if a Non-

Resident Person receives foreign source income

related to their PE in the UAE, that income may

also be subject to corporate tax. Similar to

Resident Persons, Non-Resident Persons can also

benefit from exemptions and reliefs to mitigate or

prevent double taxation of foreign source income.

Conclusion
The treatment of foreign source income is

designed to balance the UAE's revenue-raising

objectives with its commitment to fostering a

business-friendly environment. The exemptions

and reliefs provided in the law aim to prevent

double taxation and encourage businesses to

operate in the UAE. While the law aims to prevent

double taxation, it is essential to carefully consider

the relevant exemptions, reliefs, and tax

implications to ensure compliance and optimize

tax planning.

Federal Tax Authority Website

Taxation of Foreign Source Income

Additional Resources
For more detailed information on Corporate Tax

obligations for Taxation of Foreign Source Income,

please refer to the following resources:
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https://tax.gov.ae/en/
https://tax.gov.ae//Datafolder/Files/Guides/CT/Taxation%20of%20Foreign%20Source%20Income%20-%20EN%20-%2016%2011%202023.pdf
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Image source: Figure 1: Taxation of Foreign Source Income for a Taxable Person under the

Corporate Tax Law, Federal Tax Authority of the UAE



Contact

Abu Dhabi
Office No. M03, Building No. 13,
Tourist Club Area, PO Box
48517, Abu Dhabi, United Arab
Emirates
infoabudhabi@pr-uae.com
+971 2 6452666 / 6459446

Dubai
Office No. 504, Port Saeed, Al
Wahda Building, PO Box 31367
Dubai, United Arab Emirates
infodubai@pr-uae.com
+971 4 2959958
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Parker Russell UAE — Our firm was

established in 1998 as “Haris & Associates

Auditing” in Dubai, providing Audit Assurance

and Accountancy services on an efficient and

cost-effective basis around the region. 

Through our professional and best practices

we have extended our services into more

areas. In UAE, we have offices in Dubai, Abu

Dhabi and Al Ain. Our staff strength is around

50+, which include Accountants, Auditors, Tax

Consultants, Management Consultants, and

ERP Consultants. Our present client strength

is around 550 of varying discipline and sizes.

It is operating and is placed in one of the

leading audit firms in Dubai with its branches

in Dubai and Abu Dhabi. Parker Russell is

incorporated in the year 1998, with the

ideology of highly qualified, experienced, and

capable chartered accountants and

accounting executives, with much dedication

and passion in providing high-quality financial

services to any corporation or individual that

is in need and imparting professional financial

insights without compromising excellence.

www.parkerrusselluae.com

inquiries@pr-uae.com
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